








Abstract:	This	study	aims	to	reveal	the	direct	effect	of	third-party	funds	(TPF)	on	People's	Business	Credit	(PBC),	Profitability,	and	the	immediate	effect	of	PBC	on	profitability,	as	well	as	the	indirect	effect	of	TPF	on	profitability	through	PBC.		The	 study	 employs	 multiple	 linear	 regression	 data	 analysis	 through	 data	processing	 using	 the	 Micro	 Business	 segment	 financial	 statements.	 The	population	 and	 sample	 were	 the	 data	 of	 monthly	 TPF,	 Micro	 PBC,	 and	profitability	in	the	form	of	a	Return	on	Assets	(ROA)	ratio	from	2017	to	2019	period.	The	research	target	is	the	Micro	Business	segment	in	the	Regional	Office	of	PT.	Bank	Rakyat	Indonesia	(Persero)	Tbk.	(BRI)	Malang.	The	results	of	the	data	analysis	indicate	that	TPF	has	a	direct	effect	on	the	increase	of	PBC	and	indirect	impact	on	profitability,	as	well	as	an	immediate	effect	of	the	increase	PBC	on	the	decrease	of	profitability.		
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	 Fitri	(2016)	also	stated	theoretically	and	empirically	that	the	TPF	is	proven	to	play	 a	 strategic	 role	 in	 Islamic	 financial	 institutions'	 performance.	 It	 supports	several	aspects	such	as	certainty	of	management	to	provide	financing	or	credit	and	influences	business	performance,	especially	in	creating	operational	profit,	which	is	crucial	for	the	Islamic	institution's	business	continuity.	In	contrast,	Arumastuti	and	Sampurno	 (2016)	 mentioned	 that	 TPF	 has	 no	 significant	 effect	 on	 ROA.	 This	situation	is	probably	caused	by	imbalance	credit	channeled	by	banks	with	the	funds	gathered	from	the	public	so	that	a	lot	of	funds	settlers.	The	collected	funds	are	not	directed	in	the	form	of	credit.	Significant	funds	cannot	significantly	increase	in	ROA,	as	 explained	 by	 Amelia	 and	 Murtiasih	 (2017).	 Therefore,	 the	 gaps	 found	 in	 the	previous	studies	and	occurring	phenomena	trigger	the	researchers	to	conduct	this	study.		 Van	Horne	(2002)	stated	that	Profitability	ratios	have	two	types	of	attractive	benefits	 associated	with	 sales,	which	 show	 the	 relationship	between	profitability	and	 investment.	 Both	 of	 these	 ratios	 show	 the	 efficiency	 of	 the	 company's	operations.	Weston	and	Brigham	(2001)	stated	that	Profitability	ratios	are	a	group	of	ratios	that	show	the	combined	effects	of	liquidity,	asset	management,	and	debt	on	operating	results.	Three	 frequently	used	ratios	are	profit	margin,	 return	on	asset	(ROA),	and	return	on	equity	(ROE).	Koch	and	MacDonald	(2003)	argued	that	ROA	is	equal	to	net	dividend	income	per	total	asset	to	measure	the	net	profit	of	each	asset	owned	during	a	specified	period.		 People's	 business	 credit	 (PBC)	 is	 credit	 or	 financing	 provided	 by	 banks	 to	micro,	small	and	medium	enterprises	(SMEs)	which	are	feasible	(businesses	that	are	feasible	to	be	given	banking	access),	but	not	yet	bankable	(Coordinating	Ministry	for	Economic	 Affairs,	 2016).	 PBC	 is	 a	 credit	 program	 of	 the	 government,	 through	channeling	banks	established	by	 the	government	and	 is	 expected	 to	 increase	 the	amount	 of	 credit	 given	 to	 the	 public.	 To	 guarantee	 against	 risks	 of	 loss,	 the	government	 provides	 interest	 subsidy	 for	 entrepreneurs	 given	directly	 to	 banks.	The	channeling	bank	allocated	that	interest	subsidy,	partly	for	the	premium	of	credit	insurance	and	partly	as	interest	income.			 Puspawati	et	al.	 (2016),	 in	her	 findings,	 conveyed	 that	 there	 is	a	 significant	positive	 effect	 of	 TPF	 and	 Total	 Credit	 Distribution	 on	 Profitability.	 Credit	distribution	at	profitability	can	weaken	the	company's	size	influence	on	Profitability	(Parasthiwi	and	Budiasih,	2019).	Dewi	and	Budiartha	(2017)	also	reported	that	the	level	of	credit	channeling	positively	affects	profitability,	while	TPF	positively	affects	profitability.		 In	comparison	with	the	results	of	a	study	conducted	by	Laila	and	PBCniawati	(2018),	which	was	then	used	as	an	empirical	basis	of	this	study,	show	the	Regional	Development	 Bank	 did	 not	 experience	 a	 significant	 difference	 of	 NPL	 and	Profitability	 during	 before	 and	 after	 distribution	 of	 PBC.	 Rianawati	 and	 Taufik	(2018)	also	stated	that	Third	Party	Funds	(TPF)	had	a	significant	effect	on	the	Bank's	Profitability.	 The	 amount	 of	 credit	 extended	 has	 no	 considerable	 impact	 on	 the	profitability	 of	 the	 bank.	 Previous	 research	 gaps	 and	 the	 existing	 phenomena	strengthen	the	reasons	that	this	research	is	essential.			 Based	on	the	explanation	above,	the	purpose	of	this	study	is	to	find	out:	(1)	whether	TPF	has	 a	direct	 effect	on	TPF;	 (2)	whether	TPF	has	 a	direct	 impact	on	profitability;	(3)	does	PBC	affect	profitability;	(4)	and	whether	TPF	has	an	indirect	
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effect	on	Profitability	 through	PBC.	The	study	was	conducted	at	 the	BRI	Regional	Office	Malang,	focusing	on	the	micro-business	segment,	which	includes	the	amount	of	TPF,	outstanding	micro	PBC,	and	the	profitability	of	the	micro-segment.			




December	 2019.	 The	 following	 explains	 the	 relationship	 among	 variables	 as	 the	discourse	and	the	basis	of	this	research.		
Third-Party	Funds	and	People's	Business	Credit		TPF	has	a	significant	and	positive	influence	on	the	distribution	of	PBC.	It	happens	because	the	source	of	funds	used	to	distribute	PBC	is	entirely	derived	from	the	PBC	implementing	bank.	The	largest	source	of	funds	owned	by	banks	is	obtained	from	Third	 Party	 Funds	 (TPF)	 sourced	 from	 public	 deposits	 in	 the	 form	 of	 current	accounts,	savings	accounts,	 time	deposits,	and	security	deposits.	The	greater	TPF	collected	 by	 banks	 leads	 to	 more	 significant	 sources	 of	 funds	 (loanable	 funds)	managed	by	banks.	Consequently,	there	is	an	increase	in	the	supply	of	funds	to	the	public	that	has	an	impact	on	the	higher	number	of	credit	distribution	by	banks	(Rai	and	Purnawati,	2017).		 Warjiyo	 (2004),	 stated	 that	 TPF	 is	 the	 largest	 source	 of	 funds	 owned	 and	managed	by	banks	to	generate	profits.	Revenue	from	credit-giving	services	is	credit	interest,	which	 is	 the	most	 substantial	 income	owned	by	banks.	Thus,	 the	higher	number	 of	 third	 party	 funds	 owned	 by	 banks	 accelerates	 the	 amount	 of	 credit	channeled	to	the	public	and	bank	profits.		
Third-Party	Funds	and	Profitability		TPF	 is	 a	 fund	 sourced	 from	 the	 public,	 an	 essential	 source	 for	 bank	 operational	activities	 and	 is	 a	 benchmark	 of	 the	 success	 of	 a	 bank	 if	 the	 bank	 can	 cover	 the	operating	costs	incurred	in	the	office	from	this	source	of	funds	(Kasmir,	2014).	If	the	deposits	 increase,	 the	 bank	 has	 more	 significant	 opportunities	 to	 obtain	 higher	income.	TPF	is	assumed	to	have	a	positive	relationship	with	profitability.	Besides,	TPF	 does	 not	 have	 a	 substantial	 effect	 on	 ROA,	 because	 there	 is	 an	 imbalance	between	the	credit	channeled	by	banks	and	funds	gathered	from	the	public,	causing	a	lot	of	funds	to	settle.	Dewi	and	Budiartha	(2017);	Parasthiwi	and	Budiasih	(2019);	Rianawati	and	Taufik	(2018)	remarked	that	third-party	funds	had	a	positive	impact	on	profitability.		 In	contrast,	 findings	reported	by	Arumastuti	and	Sampurno	(2016),	stated	that	TPF	is	collected	if	they	are	not	channeled	in	the	form	of	credit	or	channeled	into	an	investment.	In	other	words,	they	are	profitable	for	other	activities	that	large	funds	cannot	provide	a	significant	increase	in	ROA.		
People's	Business	Credit	(PBC)	and	Profitability		Puspawati	et	al.	 (2016)	mentioned	a	positive	and	significant	correlation	between	the	amount	of	credit	distribution	and	profit.	The	placement	in	the	form	of	credit	will	contribute	 to	 interest	 income	 that	 will	 impact	 Profitability	 (Dewi	 &	 Budiartha,	2017),	 but	 Rianawati	 and	 Taufik	 (2018)	 remarked	 that	 the	 amount	 of	 credit	delivered	has	no	significant	effect	on	profit.	The	banks'	net	profit	annual	acquisition	is	greatly	 influenced	by	crediting	activities	 such	as	 channeling	by	banks	 that	will	automatically	reflect	the	bank's	performance	through	the	ratio	of	return	on	assets	(ROA)	(PBCniawati,	2012).		 Based	 on	 the	 description	 of	 the	 model	 and	 conceptual	 framework	 and	 the	results	of	previous	studies,	the	researchers	describe	the	framework	of	the	research	
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concept	with	the	research	model	presented	in	Figure	1.	Research	Hypotheses,	based	on	the	conceptual	framework,	the	following	hypotheses	are	derived:	H1:	Third	Party	Funds	(TPF)	directly	affect	People's	Business	Credit	(PBC)	micro-segment	in	BRI	Regional	Office	Malang.		H2:	Third	Party	Funds	(TPF)	directly	affect	the	profitability	of	micro-segment	in	BRI	Regional	Office	Malang.	H3:	Micro	People's	Business	Credit	(PBC)	directly	affect	Profitability	in	BRI	Regional	Office	Malang.	H4:	Third	Party	Funds	(TPF)	indirectly	affect	Profitability	through	People's	Business	Credit	(PBC).	
	






















tcount	 Sig.	 Description	TPF	 0.307	 0.043	 0.776	 7.181	 0.000	 Significant	Dependent	variable	 =	 PBC	R	Square	 =		0.603	e2	=		(1-	R	square)	=	(1-0.603)		=	 0.630	 	 	
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Profitability	=	b2	X1	(PBC)	+	b3	X2	(TPF)	+	e2	Profitability	=	-0.680	X1	(PBC)	+	0.381	X2	(TPF)	+	0.892		If	the	coefficient	of	direct	influence	between	variables	on	the	relationship	path	II	is	included	in	the	model,	then	the	image	of	the	direct	relationship	II	appears	in	Figure	2.	From	the	results	of	the	analysis	of	the	relationship	path	II	based	on	the	hypothesis	stated,	it	can	be	concluded	as	follows:		H2:	Third	Party	Funds	(TPF)	directly	affect	the	profitability	of	micro-segment	in	BRI	Regional	Office	Malang.	H3:	Micro	People's	Business	Credit	(PBC)	directly	affect	Profitability	in	BRI	Regional	Office	Malang.		 The	 results	 of	 the	 analysis	 found	 that	 there	was	 no	 significant	 direct	 effect	between	TPF	on	Profitability.	The	 coefficient	of	direct	 influence	between	TPF	on	Profitability	was	illustrated	with	a	beta	coefficient	(b3)	of	0.381,	a	significance	level	of	0.131.	Therefore	the	significance	level	of	the	analysis	results	is	more	considerable	than	alpha	0.05.	The	results	of	this	research	are	supported	by	Amelia	and	Murtiasih	(2017)	 and	Arumastuti,	 and	 Sampurno	 (2016),	who	mentioned	 that	 TPF	 had	 no	significant	 effect	 on	 profitability.	 Additionally,	 this	 research	 did	 not	 support	 the	research	 findings	of	Parenrengi	and	Hendratni	 (2018)	and	Rianawati,	and	Taufik	(2018),	who	revealed	that	TPF	had	a	significant	effect	on	profitability.		The	 analysis	 results	 found	 that	 Micro	 PBC	 significantly	 influences	 the	profitability	of	the	micro-segment	in	BRI	Regional	Office	Malang.	It	is	verified	by	a	beta	coefficient	of	-0.680,	a	significance	level	of	0.009,	where	the	higher	the	PBC,	the	lower	the	profitability	will	be,	whereas	the	lower	PBC,	the	higher	profitability	will	be.	The	results	of	this	research	do	not	support	the	research	conducted	by	Laila	and	PBCniawati	 (2018)	 and	 Rianawati	 and	 Taufik	 (2018),	 who	 suspect	 that	 the	distribution	of	PBC	has	no	significant	effect	on	Profitability	in	the	BRI	Regional	Office	Malang.	However,	 the	results	of	 this	 research	support	 the	research	conducted	by	Parasthiwi	and	Budiasih	(2019),	and	Parenrengi	and	Hendratni	(2018),	that	suspect	People's	Business	Credit	Distribution	(PBC)	has	a	significant	effect	on	profitability.		
Indirect	Effect	of	TPF	on	Profitability	through	PBC	After	knowing	the	direct	effect	of	each	independent	variable,	TPF,	and	PBC,	on	the	dependent	variable	profitability	for	both	the	first	and	second	regression	equation	models,	the	indirect	effect	of	the	TPF	on	Profitability	through	PBC	is	calculated.	It	 is	necessary	to	construct	a	track	model	in	the	path	analysis	in	Figure	2	to	make	 it	 easier	 to	 interpret	 the	 findings.	 The	 results	 of	 this	 path	 analysis	 can	 be	concluded	based	on	hypothesis	H4,	which	mentioned	that:		H4:	Third	Party	Funds	(TPF)	indirectly	affect	Profitability	through	People's	Business	Credit	(PBC).		From	 the	 results	 of	 path	 analysis,	 it	 can	be	 said	 that	 there	 is	 no	 significant	direct	effect	between	TPF	on	profitability.	Empirically,	it	was	proven	along	with	the	description	of	the	statistical	results	above.	Meanwhile,	descriptively,	it	can	be	seen	
  
50											 	 	 												Saady	et	al.,	The	Effect	of	the	Third	Party	Funds	on	People’s	….	







Std.	Error	(B)	 Beta	(β)	 t	count	 Sig.	 Description	PBC	 -0.0000004610	 0.0000001669	 -0.680	 -2.762	 0.009	 Significant	TPF	 0.0000001023	 0.0000000661	 0.381	 1.547	 0.131	 insignificant	Dependent	variable				R	Square		 =	 Profitability	=	0.205	=	(1-	R	square)	=	(1-0.205)	=	0.892	 			 The	 indirect	 effect	 of	 the	 independent	 variables,	 TPF	 and	 PBC,	 on	 the	dependent	variable,	profitability,	can	be	determined	through	the	multiplication	of	the	direct	effect	value	(standardized	beta	coefficient)	on	each	equation.	Based	on	the	results	 of	 the	 path	 analysis	 that	 has	 been	 completed,	 the	 table	 of	 the	 direct	 and	indirect	effects	of	TPF	and	PBC	on	Profitability	can	be	drawn	up,	as	presented	 in	Table	2,	along	with	manual	calculations	for	the	Indirect	Effect	of	TPF	on	Profitability	through	PBC.				
CONCLUSION	
	Based	on	the	testing	using	predetermined	methods,	for	the	micro-business	segment	at	 BRI	 Regional	 Office	Malang,	 the	 following	 conclusions	 are	 obtained.	 First,	 the	increase	 in	Third	Party	Funds	(TPF)	has	a	direct	effect	on	increasing	outstanding	People's	 Business	 Credit	 (PBC).	 Second,	 the	 increase	 in	 TPF	 does	 not	 directly	influence	the	increase	in	profitability.	Third,	the	increase	in	outstanding	PBC	has	a	direct	effect	on	decreasing	profitability.	Fourth,	the	increase	in	TPF	does	not	directly	influence	the	increase	in	profitability	even	though	through	PBC.		The	micro-business	segment	 in	 the	 BRI	 Regional	 Office	Malang	 is	 recommended	 to	 consider	 several	factors.	First,	an	increase	in	the	amount	of	TPF	collection	must	be	channeled	back	to	the	 community	 in	 the	 form	 of	 Micro	 PBC.	 Second,	 the	 TPF	 that	 has	 not	 been	channeled	in	the	form	of	credit	(Micro	PBC	and	other	Micro	Credits)	is	sold	to	the	money	market	through	the	BRI	Head	Office.	Even	though	the	interest	of	the	money	market	is	lower	than	the	PBC	interest	rate	and	other	Micro	Credits,	it	still	generates	a	 higher	 interest	 income	 than	 the	 interest	 expense	 paid	 to	 owners	 of	 current	accounts,	savings	accounts,	and	time	deposits.	Third,	an	increase	in	Micro	PBC	has	a	direct	 effect	 on	 reducing	 profitability,	 but	 with	 the	 strategy	 of	 managing	 the	outstanding	PBC	composition	with	other	Micro	Credits	such	as	Kupedes	and	Briguna,	which	interest	rates	are	higher	than	PBC,	will	optimally	increase	the	acceptance	of	the	 interest	 in	 total	 and	 will	 increase	 profitability.	 Besides	 that,	 potential	 PBC	customers	 are	 embryos	 as	 Kupedes	 prospective	 customers,	 so	 that	 when	 PBC	customer	businesses	get	bigger	and	require	more	significant	credit	 from	the	PBC	ceiling,	 they	 can	 become	Kupedes	 customers.	 For	 futher	 research	 is	 expected	 yo	develop	this	theme	into	educational	aspects.						
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